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) .IOINT PROI'OSED ORDER APPRO'&'IN('
) BASE RA'I'I S FOR I (!F.I. COSTS
) AND ADOPTIN('
) SE1"I'I.EM Eis&'I' A('REE'&&I ENT
)

I. IIA('K('RO( N I)

I Ills &la&it(»l corri»s bctole Ill« I ubll«S»lvlce ( orrllrlrssroll ot . iouth ( alolllra

("('ommission") on the annual rc«ical ot base rates for Iuel costs ol 1)ukc liner&a) Carolinas.

I I.L 1
"Duke I;nereid ('arolill'ls ot tile C orllpall) '!. The pro»edure f&rllot&ed b)' thc

(.'o»rnrission is set Iorth in S.('. ('oil« Ann. ss st(-'7-((6S ISuPP. '()0')). which Pro«i&les I'or;r»nual

llcrrrrllLs t&r all&r&s thc (.&&&»mission irrr&l &rll tilt»rested p,'rrtles ur re&de«r 111« prrr(1»Iree &&I (lie tuel

pill«basin& pra»tic»s and polici»s ol;rn «lcctric;rl utility and for lite ('ommission to determine if

an) adjustment in ir rrtility's tu»l cost rcc&rser) mechanism is nec»ssal) illld lcilsollirble.

I hc parti»s h»fore the Commission in tlris docl'et arc Dul'» 1&rrcruy C;rrolinas. the S&ruth

('arolin;r Otlrcc of Rc&uulatory Strrff t "ORS").and th» South (':rrolin;r L'ncr& ) I rscrs Comr»itt»e

I
"S('I.:I ('-') (collccti«cia, retbrred to irs the "parties" or som»times iirdii id»i&I!i as a "I'art«")

I'rior to th» herrin&'. th» I'arties caused a tcn (10) pa&'c Settlerrlcrlt A&'re»Ill«lit, datcil Alt&'ust -I,

'01() (the "Settlement Aureemerrt"), to be filed t&dth th» ('ommission. I he Settl»ment

'&are»ment is attached h&.r»to as I-:shibit I and is incorporat»il in anil mad» part of this Order.
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II .IIJRISDICTION OF TIIF. CO1&&lhlIS'SION

In accordance nith S C. ('odc Ann. ss 513-27-bl0 t 1) (Supp. 200q). the Con&mission &nay

upon petition 'ascertain and lis just and reasonable standards. classil&cations. regulations

practices t&r service 0& be furnished. imposed. observed «nd followed by an& or all electrical

utilities. k'urthcr S.(.'. (:ode Ann. g 511-27-1365(13) (Supp 20091 states. in pertinent part, that

-(ujpon conducting public hearings in accordance vvith Iaiv the j("jommissh&n shall direct each

company to place in ellect in its base rale '&n amount desi 'neil to recover, during the succeeding

t&vclvc months. the fuel costs determined by the (C}ommission to bc appropriate for that period

adjusted for thc over-recovery or undcr-recovery from thc prccedin&& tvveki c-tnonth period '

('onsistcnt vvith thc requirements ol S.(.Code Ann. ss 58-27-13(&5(H) the (.'.ommission

ctmvenetl an evidentiary hearing to determine thc reasonableness ot the I'artics seulclllcllt and

vvhcthcr acceptance of the scttlcn&ent i» just. 1;tir and in thc public interest.

III. DISCI tSSION OF ITIK HKARIN(; AND TIIK SKTTI.KMKN I A(;RKKiIENT

I hc public evidentiary hcarin & in this n&atter &vas held on August 31. 2010 bclorc this

(.omrnission &vith the Honorable David A. V'ri &ht presidin & as ('hairm;m. Representing the

1'arties &vere firnika Shafcck-klorton. I.squire& 13rian L. I=ranklin I.squire. and Hormic D. Shealy.

I:squire. for the ('.ompany Scott pkkiott. I.squire. for SCI'k)C, and Shannon 13ovvyer 1ludson&

I'squire. and (.'ourtncy k.dgards. I:squire for ORS At the hearing the VaAics presented the

Sett lcmcnt A &recmcnt tvhich vs as admitted into thc record as 1 lcaring E&thibit 1 . In the

Settlement A rccmcnt. the I'artics represented to the Commission that thc). had discussed the

issues presented in this case and determined that each Party s interests and the public interest



D()CVET'.U(). 2010-3-L ()RDER NO. 2010-

September 21. 2010
1 ace 3

xxould be best served bx settling all issues pending in this case in accordance tvith the ternts and

conditions contained in the Settlement Agreement.

Further. the parties presented tvitnesses in support of the Settlement Agreement and

various other matters related to the Cornpanx 's base rates I'or fuel costs. Dul'e Fneri v Cat olinas

xvitnesses John sK'. Pitesa. Thomas C. Geer. John J, Roebel. Marion 1.11iott Batson and lane L.

McManeus presented direct testimonv on behalt'of the Companv. The pre-filed testimonv of all

Cotnpatty xvitnesses xx as accepted into the record vvithout objection. and the Corttpany testi mon)

exhibits xvere marl ed as composite hearing exhibits 3 through 6 and entered into the record of

the casey

Compan) xxitncss .Iolm 9', 1'itcsa discussed the performance of Dul e Energy Carolinas'

nuclear generation fleet during the revievv period.
'

Hc reported to the Commission that Duke

Energy Carcilinas achiex ed a net nuclear capacitv factor. excludin&a reasonable outage time. of

102. . '8", '8 I'oi the current period. tvhich is above the 9,'".
u set forth in S.C, Code Atlth v &8-2,'-

86'. Companv xvitness Thomas ( . Geer provided ftttzher information regarding the Compan) s

nuclear fuel purchasing practices and costs for the reviexv period and described chances expected

in the 2010-2011 t'orecast period.

ltlext. (.Otnp ttly vvitness John J. Roebe1 discussed the performance o I the Companv s

fossil-fueled and hvdroelectric generating facilities during the period ot June l. 2009 through

Contposite Hearing I-:vhibit 3 consi. ts of the Direct Testimon) l=vhibit. ot John 9 Pitesa (Exhibits 1-3 uith
Evliibit 3 entered in redacted and non-redacted versioris). Compiisite Hearing Exhibit t consists oi' the Direct
Testimony Exhibit~ of Thomas C Gear (Exhibits I- I; Composite Hearing Exhibit 3 consists of the Direct
Testiiron) Exhibits ol' htarion Elliott Batson (Exhibits I- I: ( omposite Hearing Exhibit 6 consist~ of the Direct
Testimonv I-vhibiis ot Jane I.. Xlch1ancus (Exhibits I-r))

On August 11. 010 in Order h;o "010-3&g thc Commission gra iterl the vtotton ot Dul'e Energ) Caroiinas to
treat specific material tiled in the present proceeding as contidential. Bpeciticall), the Conin;ission Ordered that
certain materials contained in Dul e Energh C,irolinas' tsitness John tth Pitesa' ~ Te..timony and Exhibit siiould be
treated as confidential
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May 31.2010. and their operating efftcienc) during the revievv period. vtr Roebel tcstilied that

Duke l=nerg) ('arolinas generating system operated cfltciently and reliably during the review

period. Company witness Marion I;Iliott Hatson testiftcd rcg&arding& Duke f ncrgy Carolinas

fossil fuel purchasing practices anJ costs for the period ol June '009 Ihroug&h hv1ay 2010 and

described any related changes forthcoming& in thc projected period

I.asti). Duke Energy ('arolinas' witness lane 1.. McX1aneus testified regarding the

Company s procedures anJ accounting& for fuel, actual luel costs and actual environmental costs

incurred for thc period Junc l. 2009 through May 31. 2010. thc associated ovcrtunder-recovery

ol such costs and thc ("ompany s computations of projected fuel and environmental costs After

adjusting& for a net estimated over-recovery as of ieptembcr 30 2010 she described how thc

various components of tuel are includeJ in the calculation ol the ( ompany s fuel expenses and

explained thc basis for estimateJ fuel costs during thc billing period. Ms McMancus explained

that in compliance with S. C. Code Ann j 58-27-1165 IA)(I) (Supp. 20091. the ( otllpally

calculated an environmental component for the Residential, General Service I.ighting and

Industrial custonlcf classes. I hc over. 'under recovery of environmental costs are allocated

among the three customer classes based upon ttrm peak load I he resulting allocated costs are

converted to the environmental component lor each class expressed in cents per kith and added

to the fuel component. Next Ms. iVIcMancus proposed combined fuel factors of ". 1070c&k&t h

I or ltesidcntial customers 2.0952'",'klVh Ior General Service&I ighting custom rs and

2.01178eykWh for Industrial customers In proposing& these combined fuel lactors. %Is.

Mc!vlancus testihcd that such Iactors should result in the (.ompany heine neither under nor ovcr-
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recoxered in it» fuel ci&»t», in«ludin&& Lneiri)nmentill co»ts, at the encl ot' the billing period in

.)Cptcmber 3011.

I-'i&lli&«in thi. ('ornp;in) «itnes»es. ()R'i prcsenteJ the Jirect testimon) of' ), lr. Ri)belt 4

I»i«iel', «h(& ill»i)»fa&)n»&)leLl i.'on&pi)s&1&' Hear&t&g& I xh&b&t, )Iieciflc;ill). 1)efr. I Ll«i el tc»litic J

;ibi&ut the c~;L&nin;Ltion carried i&ut b) ()R) as LL«ll lis the iigrecJ upon;&ccounting;LJju»tlncnti

leflectcel in the )ettfetnettt & 'rcement. &,'&'ith rcg;lrJ ti) thc true-iip ot'o'er'under-rcci)cere&i I'uel

ci)st». he te»tif loci 1h,li ()R),'Ln'ill ICJ the CLL&n&&f,'&tice oL el-recoec& i of the 13&&»c I' Liel (. ost» 111,&1

f)L&fee I'.net'& i (..';in&lint&» 1&lid incur&oil l&)l lhc pell&)LI .lilac 0&I') throLI 'h ) fi&) 1)10 ti)uiling

3.71)5.&')7. ()n bchlilf ot'()R'. &. 1&11. I a«)cr then aJJ J tile pr3j ctecl unJ r-r c &ecr) I')r thc

nirinth» of .Iunc throu&'h )eptembcr '010 to;Lrrit e;it;i proiecte&i cun&ufatiL e oL er-recut cr)

bll;u&ce of $33.', ()().7)0 il» of )eptcnlbel 010. 1)L&f e F&1elg&&)' (,'itollll&1» cL&nlL&lllti&&. ' oLC&'-

lccoeere, pcl it.'i te»t&n&L)n'& in thl» Joel&et. as& of X'1&&L 010 tot&&i» SO3, 1103).000, at&J L&s i)t

)ept 'nlber '&J10. the CL&tn&&f;Ltii oL er-rcc )L r) totlil» ) &h4. 00II. 'I lie .)Cttfement 4 re n& nt

»t &tell th it the Jif'lcrence bet&Lee&i DL&l e Fncrg) (. ';&rolina»';lnJ ()R)'s CL&m&&f'LtiL e &)eer-I'CCOL L'r)

&)t iictulll M;L)' .010 ti)t;ilcJ $1, .403. I'hc J&ffclettce liet«ccn l)ul c I=ncrg) ('arohlll» &itlJ

()R) s cun&L&fat&Le oner-rceoieri iis &&I )epte&nbcr '010 t&&tal» $17.310. In tl«)ettlenlent

. « 'I'eenleln ihc I;u tie»;i&'iccLI to slip&ill&le to ()R.& c;ilcllllltion», 'in&i;lciJL&»tnlclll. 'i ln thl» n&aucl.

()n bet&alt ot ()R), %11. I il&Lier then an;ilizeJ the cutn&&f;Ltiie oeer-lecoeell ol 1hc

et&L iri&lililentiil co»t» (hilt l)ul'e Fncr& v ('iin&linas hiiJ incurred fbi. the perio&l June 200') thiiiu& li

Xfa'& 010 ti)liillilg $3). 0 .(&0&) &Ir. I 'l«icr e&.pfi&u&CJ tftu&t ()R) l&JJeel 1hc (. otnptn&, '
» pri)fccteJ

Ln&Jcl'-I ec&) L'er) o I ( $ s ff ', .000 I f'&&r the &n&inth &it J Laic 0 I 0, thc pn&J ec tell Linclel'-l ecoL et ) i) I'

' L' &»nnsiie He&rn& I xh&hr ' Lnn I l. «t the r»rect I e tiiiiiii»;iii I I »h&hn )I'IL&)he&& &. I;i&i er lh»h&h&L» I-
.ii; I &tie t)iii l T nm&&n), in I Fihihil &&I'I&I&eh&el heim in-tt. i iiti &I"»h hil. I-I I &
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($645.000) for the month of July 2010. the projected under-recovery of ($682,000) for the month

of August 2010 and the projected under-recovery of ($548.000) for the month of September

2010. to arrive at a cumulative over-recovery of $782.609 as of September 2010. Duke Energy

Carolinas' cumulative over-recovery for environmental costs. per its testimony in this docket, as

of May 2010 totals $3,245.000 and as of September 2010, the cumulative over-recovery totals

$786,000. The difference between Duke Energy Carolinas' and the ORS's cumulative over-

recovery, as of actual May 2010, totals $2,391. The difference betvveen Duke Energy Carolinas'

and ORS's cumulative over-recovery. as of September 2010. totals $3,391. In the Settlement

Agreement the Parties agreed to stipulate to ORS's calculations and adjustments in this matter.

Mr. XIichael L. Seaman-Huynh also presented direct testimony for ORS and sponsored

composite Ilearing Exhibit 2. XIr. Seaman-Huynh testiiied as to ORS s assessment of the

reasonableness of Duke Energy Carolinas' costs and operations, concluding that the Company

made reasonable efforts to maximize unit availability and minimize fuel costs. The pre-filed

testimony of both ivtr. Seaman-IIuynh and Mr. I.avvyer were accepted into the recoril without

objection. and the exhibits attached to each witness' pre-filed testimony vvcre also marked as the

composite hearing exhibits identified above and entered into the record of the case.

In summary. through the testimony and exhibits presented to the Commission in this

proceeding the Parties represent that settling all issues pending in this case in accordance vvith

the terms and conditions contained in the Settlement Agreement is just. fair. and reasonable and

in the public interest. The terms of the Settlement Agreement are summarized as follovvs:

see l ootnote 3.
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(a) I'he I'arties agree to accept all accounting& ailjustments as set forth in ORS vvitness

14&bert A. Lavvyer's prc-It)cd direct testimonv.

(b) I he Parti«s agre« that the fuel lactors contained in 1'ara &raph & of the Settlement

Agreement represent the appropriate luel costs. environm«ntal costs. and

combined project«d fuel tactors for Duke l=ncrgy (arolinas to chari e tor thc

period beginning vvith the hrst billing cycle in October 010 through the last

billing cycle ot September 2011 by custolllcl class as sct )orth in the Io)lowering

table:

Class ol .ierwii:e

Residential

4«neral Lighting

Industrial

y&'B.'. F I S(:I: .
i »&r&

I actor Factor
i%1cb lan«us Lrihibit 9 X'Icwaneus). xhibit 9

(c;k%&h) (a.ykXVh)

2 0625 : 0 044'&

2 0625 0.0327
2.062' 0.02'&3

!
SC Contbined Projected

I ucl I actor
McK1ancus Lrihibit 9

(eikV h)

2.1070
2.09s2

2.01178

tc) 1hc I'artics ag&rcc that th« luel )actors sct lorth in I'aragraph & i)t thc Settlement

Agreement vverc calcubatcd consistent vvith S.(' ('ode Ann I; &N- 7 I)6&, and

Iurther, that fuel costs for periods beginning on June 1. 2010 and thcrcafter shall

bc open issues Ior d«termination by the ('ommission in luture tuel cost

Proceedings held under the Proc«dure and criteria established in S.C. ( od«Ann. ss

5I(- 7-¹
(d) The Parties agree that to keep the Parties and Duke I-:nergy (.'arolinas' customers

informed of the over under-rect&very balanc«s related to luel costs and ot Duke

Lnergv Caro)inas' c&nnmcrcially reasonable efforts to Iorccast thc expcctcil tuel
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iactors to be set at its next annual fuel proceeding. the Company will provide

SCLI!('. ORS. and where applicable its customers vvith. (i) copies of the nlonthl~

fuel recovery reports currently filed vvith thc Commission and ORS: and (ii)

forecasts. in the 4 '
quarter of the calendar year prior to thc next annual fuel

proceeding and in the 1' quarter of thc calendar year ol the ( ompany s next

annual fuel proceeding, ol the expected luel lac(or to bc set at its next annual fuel

proceedin & based upon l)ukc l=.ncrgy Carolinas historical overunder recovery to

date and Dul e Lncri&y ( arolinas forecast ol prices for uranium, natural gas. coal.

oil and other fuel required lor &&cncration of electricity.

IV. FINI)IN("S OF FACT ANO ( ON( I.USIONv& OF I.A%

1lavin heard the testimony of thc ivitncsses and representations of counsel and after

careful retriew of thc Settlement Agreement, the ( ommission finds that approi al ol the terms sct

out in the Settlement Agreement is consistent vvith the standards for fuel rctriew proceedings

conducted pursuant to S.C. Code Ann. ss 58-27465, and is supported by the substantial evidence

in ihe record. Thc .iettlement Agrccmcnt s terms allow recovery in a precise and prompt manner

vvhilc assuring public conlidcnce and minimizing abrupt changes in charges to customers As

such approval ol the Settlement Agrccmcnt is in the public interest as a reasonable resolution of

the issues in this case. Additionally, we find that the rnethodolo&y for determining ihe

environmental cost tactor used by Duke Energ&y Carolinas in this proceeding. while not binding

in future proceedings. is consistent ivith the staiutory requirements of S.( Code Aun. ss 5'8-27-

865. and is just and reasonable. %'» further iind that the Settlement Agreement s terins provide

stabilizaiion to the fuel factor, minimize fluctuations lor thc near future. and do not appear to
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inhibit economic development in South ( arolina. Additionally the Commission find» and

concludes that the Settlement A rccmcnt atlordi the I'artics vvith the opportunity to rcvievv costs

and operational data in succeeding fuel rcvic(v proccedin&'s conducted pursuant to S.C. Ciidc

Ann. ii wg-=7-$6i.

IT IS THFRFFORF. ORDI;RFD THAT:

1. The Scttlenient Agreement attached hereto:is L'xhibit 1. and the pre-filed direct

tcitimonv of ORS vvitnesses Robert A. Lavvvcr and Michael I.. Seamiui-Huvnh and Duke

Lner«y ('arolinas vvitnesses John W. Pitesa. I homas ('. (iccr Iohn J. Roebel. Marion I;Iliott

13atson. and Jane I.. )1cMancus, alon&' vvith their respective cihihits entered into cviifcncc as

conlposite I lcarin& Fihibits -6. are acccptcd into thc record in thc above-captioned case vvithout

()bfcctlon. Filrthcr. thc orll tcstlnlon) of the above ivitnesscs prcicnted at the hearin& on (ugust

31."010.is also incorporated into the record of this case.

Thc Scltlcnlcnt:(&'rccnlcnt is Incolporated nlto this ptcsent Ordcl bv reference

and attachment and is found to he a rcaionablc resolution of the issues in thii caie and to bc in

thc public interest.

The tuel purchasing practices. plant operations. and fuel invcntoD mana& cment of

Duke Lncr' ~ y ( aiofillas arc lcasonablc and pllldcnt.

Duke I:ncrgy C;irolinas shall set its tuel factor (eicluding cnviionnlcntiil cosisl ilt

"-.(16"=& cents per k%'h effective Ior billi rendcrcil (&n and alter thc tirst billing cycle of October

"010and continuin& ~ throu& h thc billing month ofSeptember ".011

Duke I'ncrgy Carolinas shall sct its cmlrollinclttal cost conlponeni. Iactiir;lt

(1.0445 cents per klVh fiir thc Resi(lential customer class 0.0327 cents per kIII&h for the General



DOCKI:1 UO. 2010-:-I& ORDI. R 4(). 01(!-
September 21, 2010
Page 10

Service: I ighting customer class. and 0.0"-&~ cents pcr klVh for thc Industrial customer class for

bills rendered on or after thc first billing, cycle of October 2010 and continuin throu h thc

billing month ot Septcrnbcr 2011.

(&. I hc I'a&1ics shall abide by all terins ol the Settlement Agreement

7. Duke I'.ncrgy ('arolinas shall file an original of thc South ('arolina Retail

Adjustlllellt lbl Ftlcl (.ost a&id all other retail 1ariffs ivithin tcn (10) days of receipt i&t thi» Order

vvith thc ('.ommission and ORS.

II. Duke I-ner y Carolinas sliall comply vvith the notice requircinents sct torth in S.t"

Code Anti. ss &8-27 f16~.

). Duke t.nergy ('arolinas shall continue to tile thc miuithly reports as previously

required

10. Dul c I.nergv ( arolinas shall account monthly 4& the Commission and ORS lbr

the diffbrcnccs bctvvccn the recovery ol fuel costs through base rates and the actual fuel costs

cxpcricnccd by bool ing the dif1erence to unbillcd reveiuies vvith a corresponding dclbrred debit

or credit. ORS shall rcvicvv thc cuinulativc recovery account.

11. Duke I:ncrg&y Carolinas shall submit nn&nthly reports to thc ('.oinmission and ORS

of fuel costs and scheduled and unschcdulcd outages of generating units vvith a capacity ol 100

tv1&V or greater.

12. Duke I:ncr y Carolinas shall inform the I'arties in the 4'" qua¹r of the calendar

year prior to the next annual fuel proceeding and i» thc I' quarter ol the cafe»dar year of the

Company s next annual fuel proceeding. ol thc expected fuel factor to bc sct at its next annual

fuel proceeding based upon Duke ivncrgy ('arolinas historical over)ullifcr recovery to date and
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Duke I ncrgi Carolinas forecast of prices for umnium, natural uas. coal. oil and other fuel

required for ucncration of electricity.

!: This Order shall fclllahl in lull torcc and clTcct until further (frder ol th»

( olltlltlsslon.

BY ORDI:R Ol I I II'. C'.OMMISSION:

Iohn I-. I loivard. Chairman

ATTEST:

Dalai J A. (trriuht Vice ('hairman

(.iEAI 0



RKFORE

I'H F PI IRI,I(' SKRV I( k: ( 011%1ISSIO1&&,

OF SOLTII CAROLINA

DO( KFT 40. 2010-3-F

IN RE:
)Annual Review of Base Rates for I uel Costs

of Dul e Energy Carolinas, LLC ) CF.RTIFICATE OF
) SERVICE

This is to certify that I. Pamela J. McMullan, have this date served one (I) copy of the

PROPOSFD ORDFR in the above-referenced matter to the person(s) named below by causin& said copy

to be deposited in the United States Postal Service. first class postage prepaid and affixed thereto, and

addressed as shovvn below.

Charles Alex Castle, Esquire
Brian L Franklin. Esquire

Lara Simmons Nichols Esquire
I imika Shafeek-Horton. Esquire

Duke I'.nergy Carolinas I,I.C
Post Ofticc Box 1006 (FC031 )

Charlotte. SC .8201

Scott El 1iott, Esquire
Elliott k. Elliott, P.A.

1508 I.ady Street
Columbia, SC 29201

Bonnie D. Shealy. L'squire

Frank R. Fllerbe. III, Fsquire
Robinson Mcl'adden 8 lvloore. PC

Post Oflice Box 944
Columbia. SC 29202

Pamela J. %Ice!lul lan

September 21. 2010
Columbia South Carolina


